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Japen--Political

Government Coalitx 1cn Farties' fecord in First Miet, The Sociale
Demccrats, the Democrats and the recrles Coomerative rFarty, frow which
coalition the CJdinet is formed, have corpleted the first Uiet session .
with a good; although modezt record of achievement. One hanwred thirty
out of one hundred ninety-six bills eubritied to the Diet by the coalition
- have been passed including the important Uoal -ire txtg Control bill,
the ibolition of tre Home "iristry, the [olice Heform 1113 and fne
establishment of the lLabor “inistrye '

The aheclition of Lhe Home Ministry as of 31 Necember 1947 represents
an impertant step i democratizations Ment to the Arsy and lav vy, the

Home *inistry was the wosi rpgzeev ive oy of the govarnment on the
Jepanese pecple. The Tiome “iristry comtrolled State \ﬂ"nfo, rov abol f:?tu,
ran the rolwcn systen, and operated local and pref ctural povernment in
cluding the appointnent of officisls. ILocal and p \fhbma“nl officials

are now locally elecied in sccordunice with tue new Coustitution.

4

Tne Folice P i

efo e srstem.  Out of g
autﬁurlzcd strengta i

11 decentra 2lizes the poli S of
5,000 men, approximstely 90,000 will be ad-
miristered on the vrefectural and local level. ‘'he rémainder represent-
ing tae wzter police and mebile force will be centrslized under & rublic
safety comrission whose nmeabcers are to be so selected a8 to prevent the
police from once more becoming the ars of any group wnich w~"hn em; loy -

the orgavization for undsrmocratic ends.
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L EI?at*on of J?LMJ se Leonomic Tower. lertain opvesition to
us *0110 with respect 10 economic cortrol in Japan is reported to be
leading to a re~curvey of the entire provlem by the State Department.
e US rolicy rrovides for steps to be tzken 50X1
which will purge tne econowic Fisld of indi-iduals who have in the past
exercised a dominating position.in Jdpgneﬁe ccenomic Jife, and which will
dissolve the Zaibatsu, the greai co-tines wiien forn erly directed the
Japanese economy and withcut whose wsalth snd power Jaren could not have
atterpted & great war. ' :

Steps have already been iaken by the dunanese lovern-ent.under the
surervision of BUAP to implerent the policiss 50X1!
The Covernment has decided to purge 211 Zaibatsn executives and o PTo=- ,
hitit thew 1“*"o'" working with any of the sffilisted fres for the next
uen years cajor laws whlch have beon passed to ef“zet the 99 ssclstiaon

£ the ma1,¢t\u_«ud to prevent the growth of sirilar cozlines in the
”u ture are an Anu.~.ruuL and Falr Trade fet, a Securitis=s apnd Lxchance ]
Lavi, and sn econcnic decentrelizetion bill a0x1:
the latter bill is of particular con.roeversy since 50X1§
1T Sp1ITS Tne Japanese econcmic structure into snall units.
: 50X1,
The plan for an experimert ©f novel proportions

and charscler, embracing as they do tie reorgantzation and reforration
of a nation's entire economy. As a result, it is doubtful that industria
or financial groups will in the future ke alle to wield ihe country inte
rosition to ware a preat war. On tie obher hand, it must be datermined

inat effest the new small-busiress Jspan will *t,e upon Ud security.

(AR vi¥ o et fhrr]
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. Feparstions. Unanimous acceptence of the US urorosgal for the
divi icw of repzrations shares i MOSE wbie.
rrgal of the G in 3

LF announce:en

| 50X1
50X1

_ e
position on lecember 11 has been followe
3

they are ruvAhhlxg thelr position, and the tlegate in a ?r’vate
corversation has hinted at a faint rossib a reconsidarztion

of the ooweu iejecticn of the prorosale. ith Austrslia, Yew Zealand,
Canada and China giv) ungualificd suprort and Frence having announced
ner ‘"gprovalﬂ a UR zceeptance night pave the way for ulidmste unanimong
accertance of the proposal; or wonld al lesst rake possible a U3 interim

directive to effectuate the division of reparations backed by 2 ten
member aCCerLincSs

Yorea

The mest signifi«

rant recen dfmeéor“ert in Korea has beer the
va??,w cnange in aititude of ﬂhee Syngean ard his folinwers with re-
srect to the fortncomiry UlN-chserved elections. Eﬁ‘ﬂhatTOﬁS ara that
thls segnent of ithe Right has decided I : rand for =ny

"immediate election® prior to the arrival e WY Qoamissgion and
will Join the ¥is Koo facotion s & united front to assist the Comrdsgion.
Although Fhee has not specificalily rencurced his former staun, it is
probaile that he is sbout to ¥ield to the overwhel:iny pre

v
Koresn wmass opinion which favors assisting the UV Conrissicn in its
1‘!0 I‘ O
- s
L
~
AN
~

|
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cC...T

ClHITA

Pighting hes bro.en ozt Lround the outer deivnucs of | ukaen
inG o Lhe ddentsine uktden reil Line, vwhich iils Leen cut i tirec
plioces o Coosanist units. . sbonsive Coanist treop : ovesments in-
to tch Liees dnclicste ot woror Ldnbor ofTeisive o, e Cevilope
ing. The ;recurilousies. of the lutionuiist ;o ltlon .. Leen inicnoie-
ficd vy tie loo: of the only sy ortin; roilrone iron Chirs. ; ro, ur,
Lhe uhe froenins of T, orus oi' ..ulut«,,u one Yinokow, ‘,tloi‘.ﬁ :....ut
wLits, velkonet by oo dedunsiv penledity; prolobl;s connot provent

the voramisty ivon ceeup -ing Caen chun wnd irin,

«ction in centred Chine coentorcd wyround the lok.n cities of
auifen: oot Chengchou. Copmmunist forces under Chen Yi lvve cut both
he rdnghoen ene dunchel rodlroscs ncorb. ahitg ccording te one report,
occupicu naelsciig.

Internil

The results of the tiovemuc: eleetions ave nob b Leun an-
nouncea, Gne thie ifetiontl Govern it is evicentlys ;olpn; on vith ite
plens to put tlic consuitution iunto effcct® on 25 Leccuber, olthioush
tue lvtionil ssuunbly VA1l not huve b wnd otir schickulod Jlections
141l not Liwve veen Lwla. Chien li~-fu, dlo.cor of o very influcsgicd
Jeoup of entrodlits vithin the wuokdntung, 1o roporiec to Lo soclidng
clect.mn to tue legislative .(u.n, ;.00 ulul,, GO G piclude to dicg la~cin5
sun o «o precioent of tiwt bouy. Ch'en is 3 om'ul;,- S Ol Chnou i
o outilin dgunts ool if ¢ winto to,‘i.;ut. vikbiler o s o DL P G GG
vire to bl - position of cueh owvious jroiircnce is woubtful.

rxternal _

deports fronm .te uctober stute Lot tie roturn of tae Soviet
Acbessiuor to Chine i@ s o .in ween (B L onea L,nc‘ sovict ofileciilys
neG no inforiztion n his nov aite of rolurn. Accoruin, Lo the rurort,
tue Joviels in Chine tre cpp.orently helains to « Muelt cnd ceet
policy pcncin; elirilicetion of the US polic; in Chine. The bk.sssdor,
Letrov, is suic Maot to Le in troucle" with hicher cublicsitice,

'The Laxrle n=ovncu ikl 2L Lvening rost wnd Lercury protested
L oidnst thie Shvnghol lesspaper sublichers Guila vhich, the pajper
cl.ins, rcduccd the 1ost's ruvsprint cuote 5005 ond the Lritish-ovmed
Corth Cndne lawily licus 90i5, while no Chincse~oimed journils virc re=
wuc.d. The Guild 1o cntrusted b b Cldnese toveru aont with ale
loc virg naisprint L uwot 5.0 L0t Dows, LROrL Ve e Sik rpL' caeitical
oir tile Chinese Coverio.cnb, o protesy to tue arerdicon » Lisau)y el
beun ode L, thie ouner of tue (o0t abe . ercury, .Lng.ll txou.l.u , whd

the Ldessy s cvibed it it (ill Lule wr the . uesiion wivi Lie

LT
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Clincse Goverro ent.

50X1

Jdeports wetew Cetobur 1947 toll of tie epeceoivetion of soviet
officus in wnchow vhere lhe oovici Contsulr offiec ititi been closed
doin in the Jell of 1946 ot the request ef the Clilnew. Goverhicnt.
Wik Chicf Jee. etiry of the Treue eprescntotion of the USSE in China
swtbel tint Torgrredstve hia bucn for sone nonths o still s
opert tine «n o_fice in icnchioy, cnu was  encounterin: no Chincse ree
sistunec to its vperwtion. winec ianchoy is ostrite the onl; ro.d
from Jhin: iroper into olv.deng snu e buen mentiéned - s the i-0int
through wideh ptss sonc Lighly desircile eorvocitics e thoe . oint
T tifch the Soviebs hoa hopec to wavehd Ve opurcbions of Low Hotgie
~t adrline, the recctivition -of o Soviel officc Ly be wi_nificent.

An Uetober ruport ire. o reeent traveler in .onou cmd Sinlddeng
Su.bes it ooviet woonls in oin Acne in recent nonthy hove beon wble
to jurchus. ™upy Lave quuntitiesh of susoline flown into Lnchou op
fiad or soretines Tilw. by Chinese iilots uswally stteehon o ther to
the Cal or te cozerciil ciriines. whe g-seline ig sold ot it ule-
tinele oesbinetion et troscroous [ pofit. duch ch Gitre e do. Lo for
G-soline vy bhc dovicis in . inltons would eppeer to be dnportunt,

Beononie
St vy an

Currency. A teuperery siullizotion of the noney Lerxet s
registercd Guring: the pesl veek. This wus chiefly due to; (1) profite
kil following the 1U Lecenmver re’cuse of new lur e denorin.tion
notes, (2) the neus that Lhe issuence of the new bills will Le jroducl,
(3) tignter mouey, end (4) reportud sovern ent rolice cction resulting
in irrests of Lrokers, wnd closing of 145 Shanghui exchen o sliops.
Lacusples of U8 wollirs blucio.r.cct exciihzes from high of previous
weck cajured with ruic on 19 Lecenber: At i eiping it fcll from 220,000
to 170,000 on the lyth; iuniin: croppea fror 160 000 to 142000 on
the 19th; «fter hittinz < Li -k of 170 5000 on 10 Decenwer, shunshii
quotitions hive fluetuut. o . ostly buticen Lhu s000 amd 150,000 und .G
155,000 on the 19th. ‘'ihe citiei.l g en rate wis relsed on the 19th
fras Th,UuU to 84,000, still Lbout ol the bioclanrict r.e.

sebiiven now wra Ve lunur few Yeur tio iossible econflicting
fictore 1.y Influence the bloelzaciel, (1) the Chinerc ye recnd
settleenls vendir;; te incso so wenwnes for .ocul cursuiey coueling
tigitening of tie monc Lerked,, .o (2) yeur-end Lonusce Ly governpert
and jrivite coneaas (sams: of wiuc, ¥win in Decarber -.ould Ly oL
rore roney to the irket.

frices. .fforis to stop price incruisus durir,; the p.ot eek

SLCR. T
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were .oty successiul, houever, oS ;riCus .ure rojoriud up 2u in
Shuphid ond Cionldng. Rice execceded ON 1 million per 172

1v picul &t the begimming of the weekthen droppec slizhtly, Lut not
in line with the exchanze drop. '

canliine.  According to «n Ixecutlve Yuzn officiul the Ixecu
tive Yuun did nol "™pass® the rewsure providin: for revelu.tion of
prevar Cl dollsr deposits in ull banks operating in Chince The Lxe-
cutive Yu:n meiely trencuittcd te the Lepislative Yuun proposuls
for such reviluntion, initiuted by Shanghai Chinese benkcrs. 4Yhe
officlul stutod tlet the fegislative Yuun would definitely not p.ss
any Such nessure vithin tue neat fow Guys, but misht o so onc month
hence.

- fvlecomamidccbions. licuio telephione serviee uis openea Lee
tlcen Tientsin und lenking on 22 lDovonber. :

Filots' Strike. The strike of the Shinghei river | ilots which
his cwused conecrnu :nc incouvenience to the shipping: conpunics of
Stunghel since 27 Jovenber L.z beoen settled. The strike buiun when
the pilots demunded un uprurd revision of turiff of pilot fees. The
pilot's incouc is cerived entirely from thes. fees uitich cre Givided
by thew: wnd the governuent in retio of 55,0 to the forner wnd 45% to
tie lutter. The pllots hud requestod ctablization of their turiff of
churges in order to meet fluctuztions of Chinese currcncy. The atrike
ended with the Burcsu of luvigution tekime over piletesce fron: the
Custons cuthoritics. Trewr pilots wre to be given five your cone
treets vith renewcl option und no new foreign pilots cre to be en-
taged.  the pilots uho substitubed curing the strike will be siven
an opportunity to apply for regular scrvice.

Salt. The tolel oulput of sclt in 1947 is estiioted at 7
million piculs( 133 1/3 1bs). 5 of the 7 uillion piculs are from
privatel; ouncd fields. The supply is considered wople for loe:d
requirciicnls, Lut hoped-for exports to Japun and Korvu dic not ratepialize.

Uiltl, IFish Cutehes. Uiit's efforts to increcsc fish cotehes
ana lover prices humve been stymied ut shenghui. Une foction of the fish
warket hus refused lunding of ULHA cutehcs bectuse it would lover hizh
prices and proifits, while other sovernuent rictions arc seeking; to force
griccs dom. linister of Agrieulture Tso ils reported to fuvor vested
fishing interests, lo deiinite policy settling the Gispute hus yot
been cnnouncud b the sovernuent,
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SLECREP
SOUTIERL DIX} IsIoN

The threatoned break between the Teovles Volunteer Orranization
(PV0) and the Soeialists (FE/T Branch weekly, 16 Docember) has been
averted, for the present, due to the timely intervention .of the Burmese
Frime linister and his deruty. 4 publie announcement hag desimated
30 April 1848 as the date for the vostponed fusion of the 1o ~rouns
into the iarxist Learue. It remains doubtful, hovever, that the ITO
will demilitarize, as vromised by its founder jung San, or that the
mercer will be aceorplished, at least in its oriecinal form whereby the
Soclalists would have nossessed considerable influence in the rovern-
ment. Tersonality and ideolorienl differences may inerease durin-~ the
interin period, to sueh a point that union bhetween the tmo ~roung may
become imnogaible, '

PHILIPPINES

Colnciding with the inoreasing rumors of impending revolt in the
Philippines has been a request from the Philigpine Uovernment for addi-
tional financial assistance. Conversations were initinted on 17 Novem=
ber and 11 Decenker in vashington between Philippine Ambessador Elizalde
end the Statc Department during which rather urgent pleas were made for
an outright. grant of 200 million dollars or a loan of 800 million dollars,
This matter was the subjeet of & conversation between US Ambassador 0tNeal
and President Roxas on 17 December in Menila., Reports of this conversation
have given no indication of an urgent need for assistance but it was agreed

that further exploration was necessary in order to determine specific pro-
Jeots, amounts and categories.

The death of Bemigno S, Aquino from a heart ettack on 21 Deoember
removes from the Phi ippine scene one of the top wartime political
collaborators whose trial for treason was pending before the People's
Court, During the ocoupation Aquino held a sucoession of important offices
under the Japanese=controlled government which oculmineted in his appoint=

ment as Vice-President and Director-General of the Kelibapi, major propa-
ganda organ of the Japanese.

Although trials of top political collaborators in the Philippines have
met with continual delay and indifference and will result in few, if any,
oonvictions, it is possible that had Aquino lived his case would have resulte
ed in a conviction, This elimination by death of one of the most strongly

acoused moy serve as an excuse for more vigorous attempts to seoure a general
ammesty,

SECRET
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AUSTRALIA

First shipments of the record 220 million bushel Australisn wheat
orop will include 80 million bushels to the United Kimpdom and 25 million
to India and Ceylon, -

Czeckoslovakie is enxious to obtein Australian wheat and wool on sn
exchange arrangement whereby she will make payments in glasswere, textiles,
and manufactures,

Australian dollar expenditures for 1947-48 will be kept within a
ceiling of 85 million pounds. The severity of import restrictions involved
is indicated by the fact,that in the three-months veriod ending October
1947, imports received were walued at 95 million pounds,

: NEV ZEALAND )
, Dollar imports for 1947-48 will be restricted to less than half
' ’ those of the present year, "Essentiality" will be the oriterion on which
i applications for import licenmses will be judged. Petrol, tobacco, and
newsprint will be drastically affected though some imports of raw materials
for lNew Zealand®s industries will probably be continued, -

| . A one million pound sterling oredit will be extended to Cgeckoslovakia

for the purchase of Hew Zealand wool. The loan, at 2 1/2% interest, will
underwrite 50% of Czeckoslovakia's wool purchases over the next five years,

— A

Declassified in Part . Sanitized Copy A'pproved i’or Release 2013/05/15 : CIA-RDP78-01617A004600010005-5




